
COMMONWEALTH OF KENTUCKY 

BEFORE THE ENERGY REGULATORY COMMISSION 

* * * * 
I n  t h e  Matter of 

AN ADJUSTMENT OF ELECTRIC RATES ) 
OF THE UNION LIGHT, HEAT & POWER) CASE NO. 7675 
COhfPANY ) 

F I N A L  O R D E R  

On November 30, 1979, t h e  Un ion  L i g h t ,  H e a t  a n d  Power 

Company (Union  L i g h t )  f i l e d  a n o t i c e  of i n t e n t  t o  a d j u s t  i ts 

e lec t r ic  rates a n d  c h a r g e s  t o  p r o d u c e  a n  a n n u a l  increase i n  

revenues of $5,458,650. Union L i g h t  p r o p o s e d  t h a t  t h e  rates 

become e f f e c t i v e  o n  F e b r u a r y  19 ,  1980, t h e  da t e  t h e  increase 

i n  t h e  cost of e l e c t r i c i t y  p u r c h a s e d  f rom its s u p p l i e r ,  C i n c i n n a t i  

Gas & E l e c t r i c  Company (C.G.& E . ) ,  was t o  become e f f e c t i v e  p u r s u a n t  

t o  an i n t e r i m  order of t h e  Federal Energy  R e g u l a t o r y  Commission 

(FERC) . 
I n  order t o  determine t h e  reasonableness of t h e  p r o p o s e d  

r a t e s ,  t h e  Commission, by Order dated D e c e m b e r  6 ,  1979, s e t  a p u b l i c  

h e a r i n g  t o  be h e l d  J a n u a r y  8, 1980. A s u b s e q u e n t  h e a r i n g  i n  t h i s  

matter was h e l d  F e b r u a r y  11, 1980. 

Parties i n t e r v e n i n g  i n  t h i s  mat ter  i n c l u d e d  t h e  A t t o r n e y  

G e n e r a l ' s  D i v i s i o n  of Consumer I n t e r v e n t i o n ;  l n t e r l a k e  Inc . ;  the 

C i t y  of C o v i n g t o n ;  Miche le  G e r a c i ,  a m e m b e r  bf t h e  Cov ing ton  

Ne ighborhood ' s  A c t i o n  C o a l i t i o n ;  a n d  Compla inan t s /h fovan t s  Clara 

Mills, et a1 ( r e p r e s e n t e d  by t h e  O f f i c e  of Kentucky L e g a l  S e r v i c e  

Programs a n d  N o r t h e r n  Kentucky Legal A i d  S o c i e t y ) .  

The f i r s t  of t w o  I n t e r i m  O r d e r s  was i s s u e d  a n d  e f f e c t i v e  

F e b r u a r y  19, 1980, which a u t h o r i z e d  Union L i g h t  t o  c h a r g e  t h e  

i n c r e a s e d  ra tes ,  s u b , j e c t  t o  r e f u n d  with i n t e r e H t ;  t h e  nolc? purpoec! 

b e i n g  t o  p e r m i t  Union  L i g h t  t o  r e c o v e r  t h e  increase i n  w h o l e s a l e  

electric power p u r c h a s e d  from C.G. eL E. 
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Following an order of the FERC dated May 2 ,  1980, which 

tentatively approved a settlement agreement for C . G .  8~ E., the 

Energy Regulatory Commission of Kentucky issued its second 

Interim Order in this matter. The C . G .  & E. settlement reduced 

the annual impact on Union Light's purchased power costs by 

$2,039,680 to $3,418,970, and was effective retroactively by 

refund to February 19, 1980. The Kentucky Commission's Order 

of June 12, 1980 approved Union Light's revised set of rates 

which reflected the reduction in purchased power costs and further 

required that Union Light should submit a plan of refund to its 

customers following its receipt of the refund from its supplier, 

C . G .  & E. In its final decision issued J u n e  12, 1980, t h e  FERC 

affirmed its position of May 2, 1980 which as previously stated 

granted C.G. & E. the settlement rate increase. 

REFUND 

As was ordered, Union Light submitted a refund plan which 

w a s  filed June 25, 1980. The p l a n  as submitted made provision to 

refund the excess amounts collected from Union Light's customers 

for service rendered during t h e  period February 19, 1980, t h e  date 

the settlement rates were retroactively effective, through June 12, 

1980, the date this Commission approved Union Light's revised rates. 

The Commission approves the plan as proposed with respect to the 

refunding of the principle amounts and the method of refund. 

the Commission finds that Union Light's proposals regarding interest 

payments and the length of time necessary for completion of the refund 

are not acceptable. 

However, 

The Applicant proposed to apply interest to the principle 

amount of refunds in a manner which reflected a customer's refund 

as two distinct portions identified by time. Thus, Applicant proposed 

to apply a 15.39% interest r a t e  to chnrgog r w x i v o d  for Horviec! rondored 

on and after February 19, 1980 through May 23, 1980,from the date of 

collection of these chRrReR u n t i l  tho dn1.o of t-ho r e f u n d .  The basie 

or underlying purpose for using this time frame is to reflect the 

interest applicable to overcharges arising from C.G. & E. actions. 
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S e c o n d l y ,  t h e  A p p l i c a n t  proposed t o  a p p l y  an 8% in te res t  

rate t o  c h a r g e s  r e c e i v e d  for service r e n d e r e d  o n  a n d  af ter  May 2 4 ,  

1980 t h r o u g h  J u n e  11, 1980, from t h e  date  of c o l l e c t i o n  of these 

charges u n t i l  t h e  date of t h e  r e f u n d .  The u n d e r l y i n g  p u r p o s e  for 

u s i n g  t h i s  t i m e  frame is t o  reflect t h e  i n t e r e s t  a p p l i c a b l e  t o  t h e  

p o r t i o n  of o v e r c h a r g e s  d i r e c t l y  a t t r i b u t a b l e  t o  t h e  i n h e r e n t  d e l a y  

or  t i m e  lag i n  C.G.  & E.'s a c t i o n s  a n d  t h e  Kentucky C o m m i s s i o n ' s  

I n t e r i m  O r d e r  e s t a b l i s h i n g  t h e  r e d u c t i o n  or  settlement ra tes .  

The 15.39% i n t e r e s t  rate is t h e  rate of i n t e r e s t  t h a t  C . G .  & E. 

r e f u n d e d  t o  Union L i g h t  H e a t  eC Power. As s u c h  t h e  Commiss ion  a p p r o v e s  

t h i s  rate f o r  c h a r g e s  r e c e i v e d  for service r e n d e r e d  o n  a n d  a f te r  

F e b r u a r y  19,  1980 t h r o u g h  May 23, 1980,from t h e  date  of col lec t ion  

through the date of the r e f u n d  us p r o p o s e d  by t h e  A p p l i c a n t .  

The 8% i n t e r e s t  rate is t h e  rate Union L i g h t  e r r o n e o u s l y  ci ted 

as t h e  ra te  t h e  Commission w a s  r e q u i r e d  t o  u s e  u n d e r  KRS 360.040. 

The law cited here a p p l i e s  t o  j u d g e m e n t s  f o r  damages a n d  I s  n o t  

appl icable  t o  t h i s  Commission which  h a s  q u a s i - l e g i s l a t i v e  c a p a c i t y  

i n  r a t e m a k i n g  m a t t e r s .  The Commission,therefore,finds t h a t  a more 

equitable interest ra te  for charges received for s e r v i c e  r e n d e r e d  

on and after May 24,  1980 t h r o u g h  J u n e  11, 1980 is 10% i n  t h a t  i t  

s t r i k e s  a r e a s o n a b l e  b a l a n c e  be tween  t h e  i n t e r e s t s  of r a t e p a y e r s  

and  t h e  u t i l i t i e s  u n d e r  c u r r e n t  marke t  c o n d i t i o n s .  

Moreover ,  as a pa r t  of its p l a n ,  Union L i g h t  proposed t o  

c o m p l e t e  t h e  r e f u n d  w i t h i n  n i n e t y  (90) d a y s  of t h e  Commission 's  

a p p r o v a l  of a re fund  method.  Under KRS 278.190 ( 4 ) ,  t h e  u t i l i t y  

is r e q u i r e d  t o  c o m p l e t e  a r e f u n d  w i t h i n  s i x t y  (60)  d a y s  a n d ,  

t h e r e f o r e ,  i t  is ordered t h a t  Union L i g h t  s h a l l  make a n d  c o m p l e t e  

said refund wi th i . ]  t h a t  t i m e .  

RATE DESIGN 

W i t h i n  its rate c l a s s i f i c a t i o n s ,  Union L i g h t  has a " d e c l i n i n g  

b l o c k "  rate s t r u c t u r e .  T h i s  t y p e  of s t r u c t u r e  r e f l e c t s  a rate- 

making c o n c e p t  which  is t h a t  t h e  large use r s  of e l e c t r i c i t y  w i t h i n  a 

classif icat ion are e n t i t l e d  t o  a volume or q u a n t i t y  d i s c o u n t  o n  e n e r g y  

u s a g e  above a s p e c i f i c  p o i n t .  Wi th  Union L i g h t ' s  proposal t o  a p p l y  a 

e 

I :  
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f l a t  p e r c e n t a g e  I n c r e a s e  In rates t o  p a s s - t h r o u g h  t h e  i n c r e a s e  i n  

p u r c h a s e d  power costs f rom C.G. & E., t h i s  same r e l a t i o n s h i p  w a s  

p r e s e r v e d .  This means t h a t  i n d i r e c t l y  Union L i g h t  p r o p o s e d  t h a t  

t h e  l a r g e  users  of e n e r g y  w i t h i n  a c l a s s i f i c a t i o n  were e n t i t l e d  t o  

a d i s c o u n t  on  this i n c r e a s e  from C.G. & E. w h i l e  t h e  low u s e r s  s h o u l d  

pay more t h a n  t h e  i n c r e a s e d  cost i n  e lec t r ic i ty  on a per u n i t  basis. 

As e n e r g y  costs t h e  same p e r  u n i t  for t h e  l a s t  u n i t  p r o d u c e d  

as t h e  first and t h i s  e n t i r e  i n c r e a s e  is related t o  e n e r g y  or p u r c h a s e d  

power ,  t h e  Commission f o u n d  i n  i ts I n t e r i m  O r d e r  of F e b r u a r y  19 ,  1980, 

t h a t  t h e  p a s s - t h r o u g h  s h o u l d  be applied o n  a per u n i t  bas i s  ra ther  

t h a n  t h e  p e r c e n t a g e  bas i s  o r i g i n a l l y  proposed. The Commission f i n d s  

t h a t  t h i s  me thod  of a p p l y i n g  t h e  i n c r e a s e  e n c o u r a g e s  e n e r g y  c o n s e r v a -  

t i o n  on t h e  p a r t  of the consuming p u b l i c  a n d  i s ,  t h e r e f o r e ,  i n  t h e  

p u b l i c  i n t e r e s t .  Moreover ,  a d o p t i o n  of t h i s  me thodo logy  is c o n s i s t e n t  

w i t h  t h e  newly -enac ted  federal  s t a n d a r d s  r e g a r d i n g  rate d e s i g n  as 

c o n t a i n e d  in t h e  N a t i o n a l  E n e r g y  A c t  of 1978. For these r e a s o n s ,  

t h e  Commission hereby reaffirms its o r i g i n a l  f i n d i n g  t h a t  U n i o n  

L i g h t ' s  p r e s e n t  i n c r e a s e  s h o u l d  be appl ied t o  i ts  c u s t o m e r s  o n  a 

.. 
II 

C 

n 
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per u n i t  basis as o p p o s e d  t o  a p e r c e n t a g e  basis. ' 9  

I ), 

) I  

IT  IS THEREFORE ORDERED, t h a t  t h e  rates and c h a r g e s  set o u t  

i n  Appendix "A" t o  t h e  I n t e r i m  Order  dated J u n e  1 2 ,  1980, e f f e c t i v e  

o n  and af ter  F e b r u a r y  19, 1980, are h e r e b y  a p p r o v e d  as the f i n a l  

rates i n  this matter.  

I 

IT IS FURTHER ORDERED, t h a t  Union L i g h t  be and it h e r e b y  is 
C 

9 

directed t o  c o m p l e t e  t h e  r e f u n d  directed h e r e i n  w i t h i n  s i x t y  (60) 

d a y s  of t h e  i s s u e  date of t h e  r e v i s e d  rates. 1 

1 IT  IS FURTHER ORDERED, t h a t  U n i o n  L i g h t  be a n d  i t  h e r e b y  is I 

directed t o  f i l e  w i t h  t h e  Commiss ion  w i t h i n  t h i r t y  (30) days of t h e  1 7  

, i( c o m p l e t i o n  of t h e  r e f u n d  a u t h o r i z e d  h e r e i n  a Cer t i f i ca t e  of Compl iance  

s t a t i n g  t h a t  a l l  r e f u n d s  h a v e  been made and  the amounts  r e f u n d e d  by 

rate s c h e d u l e .  

Dona a t  Frankfort, Kentucky, this t ~ e l s t  day of August ,  1980. 7 

ATTEST : 

ENERGY d G U L A T d Y  COMMISSION , P 

1 

- Becretary 


